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“A22 NOTICES

ANNOUNCEMENT OF. ANN'UAL RESULTS
. FOR THE YEAR ENDED IST MARCH 2006

ng Standards Board. IFRS includes lng:rnakxannl
ﬁnuncm smcm:ms also Zomply wnh the dlsclosurc

A hé Gr‘dup ex::pt for thc secou ing Cy hangcs for the ..
Sha b.a;ed payment (“IFRS2”). In priot years, no

e ‘Tumaro
par: ) were granted ahum options over shams in

Euwpt:4

—Well posinoned for funher ‘growth

Withh effect. from ‘45t January 2005, in. ordcr to;comply; with IFRSZ the Gmup recognises the favr value’ orsuch share -
The directors ofVT:ch Holdmgs lencd (“the Compan sr\haunce lhe ‘sudited rasults of the Company o ~options a8 aff expense in the liddted incomie A cor ing increase is recognised in a capunJ
nd its subsidigries (4the ‘and asigciates for the. year éndéd 3 1st March 2006 lcgether with the . -~ reserve within equity. Eri] ; -5 are. requiréd to meét vestin eonditions beforé they become entitléd fo the oplions .
comparallve figurés for the pxév s year as fol]ows +-and.the Qroup recognise! f the vesting period. The Group.has taken advanrage

- of'lhe transitional provisiohs: ’fIFRSZ 'in respeat of $hére ‘optlons and has applied IFRS2 ohly to share:options granted
. CONSOLIDATED INCOME STATEMENT afier 7th November 2002 ihat Tiad not vested on,or - before, st January 2005, The effect of the revised policy has been
" For the year ended 3|5g March 2006 - *"to 'decrease the consclidated profit for the l:urrcnl Yyear by U! .6 million with xhe corresponding amounts credited to
: [he capntal reserve. The adopuon of | IFRSZ haé‘ i §1gn act on the Groups’ ﬁnuncyal posmon EEE 3|st Mﬂ(:h
nd

1,20426
(757.9) -.

' 446.7

Cost of snies

s

e.and distril f

Gross pruﬂt the pnncxpal business segmem of the Gmup

Primary repurtlng fnrmxt -~ huxlness tegments
Year ended 3ist March 2006

Administrative’ and-other operatmg expenses

Research and dévelopment, expensés .om’e'r i

- - Net receipts from an indemnification claim y - - activities .- : Total -
ey st miliion Us§million . US$ million
Operating profit Segment revenue : 1,203.7 - 0,9 o 1,204.6 %

_ Net'finance'i mccme
Share of résults of assoclates

‘Segineqt result 138.3

'Operntlng proﬂ( .
‘Ney finance i |ncome

Taxation ™

Profit anrlbﬁ tsli

to shareholders « Profit beforé tnxstinri )

Taxstion- . i

Imer|m dlvlden
Final dividend

Esrnlngs per share (US cems)
— Basic - B
= Diluted

Profit nnrlbhinble to shanholﬂerg

Segmen!xueu 4392 U os
s50cintes

. Unalloctted assets -

ANCE SHEET *

E?gi%&‘ﬁ;ﬁﬁ‘ogé\l‘ -Segimeit Habilities 300.0 09
REvRan : " Unallocated liabilities - B
. USSA;'mzlhgi e Tota iabiritles ‘
e i 2 Clpi!.l uptndltun deprecintiun, nmortlnl
vNon-current assets and other non .“’ exp .
Tanglble assets. ;v 32.0 R 04, 32,1
Leasehald land paym:nt IB,IS 05 19.?
Deferred tax assets 0 | g 1(3) g

Investents - S T T
. B . There are no sales or
ocated to the

"trahsaclioRs between the businéss
.. Operating segmienis. .

Se, mem nsse(s consut
5t prise dpe i

|nery d :qmpmenl and other 435618,

Currznfasietsi
Stocks

dmons to moulds,

elécommunication
«and elcclmmc pmducls

. adtivitles ]
JUSS mitiion %2 0SS millior ™
1.7 . 10220

Current labititi

@)

. 624 ’ 09 Cov 633

: »(49.3) . o DR (X))

',:.Taxakipnpa))'ablc T (7.9) . ) 62.7°
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iy G249) 63.7
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Cnpl(nl nnd reserves’
Share capital’
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rCnpihl upendlture,'dz mllﬂon lnd
: other non-cash revense
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L2 Secondary reporting format — gengrnphlcnl !egmen!s

Altough the Group's-bi
geographlcnlarus .

on.a'worl

- North America
‘Edrope '
Asia Pacific.

" Others .

© “Noith Amcnca .

Europe
b+ o -Asia Pacific:
: Others

. Deprecmuon charg
~ owned assets .
- leased assets, .,
Amortisation; ofl:aschold tind paymems -
Loss on disposal of tangible assets ,
Gainon dlspasal of subsidiari
Gum und po§ { l'a sels hcld

‘4 T NET FINANCE lNCOME

2005
5§ mitlign

P lm:resl =xpenses on barik loans and uv:rdmﬂs wh:cl\ are:
: - Wholly repayable within five years . '+,
i - "= Not wholly: repay: ble wuhm five yenrs

©.2)
©.1)

d - cInerest incorne 13

TAXATION .

Cureeént tax K
-~ Hong Kong .
- Overséas - i e
Under/(Over) provision in respect orpn‘ Yenrs
—Hong Kong. ...
~ Overseas
Deferred tax )

— Origination and reversal of temporary differences -

DIVIDENDS .
datiagas
US$ million.”

" Tnerim dividerd of'uss’b cedits (30051, US1.0 Gént per shars declared and paid.

Final dlvld:nd of U826 0 cénts (2005 USlZ 0 ccnts) pcr share proposed aﬁ:r ' k,
: -the balance sheet date - i

estimated to be. US$27.3 mllllon at'the timé; payable“to shareRolders
meémbers of the Company.at the cloge of businéss on. L2th Ax{;gusl 200
1

R EARNINGS I’ER SHARE

Thc cilcuiatjons of basic dnd dllulcd carnmgs pt
USSlZS 8 million'(2005; USE56

 per share'is base on. the welgh(ed average
ar. The dilsted éarniags per shate is bsed off 236.9: mllll
ber s

share dre baséd on the :Graup‘s; b‘roﬁl m'ribuuible [ shére_hold_c of

Ta plés
_ million, thé highest achieved in ‘our hearly 30 years of ‘opérations, This.excellent result was supported by

: VSmlle Pocket i 2005 thie. pormble »}

e ' T
§$23 1.3 million) in¢lude trade creditors

- 2006 2005
USS million USS$ million

524 452
235
18.]
114

98.2.

ents pcr ordmary i
year, enclcd Slst March 2006 whose ./

The reg:stcr ofmember§ oftl1€ Company Wil be'eivsed from 4th Augusl 2006 to l ‘ith August 2006 both -
dates inclusiv

The principal regls(rar is Buﬂerﬁeld Fund S=rv1ces (Bermuda) Limited, Rosebank Centre, 11 Bermudlana
Road, Pémbroke,. Bermuda the branthiregistrac.in the United Kingdom is Capita IRG Plc; Bourrie House,
34 Beckenhari, Road, Kent. BR3 4TU,: -DX91750, Beckenham West; United, Kingdom; and the.branch
registrar in Hong ‘Korg is, Compittersharé. Hotig: Kong lnvestor Servrces leued, 46th F[oor, Hopewcll
Cenn'c 18 Qucen Road Ba: ; Hong Kong .

; .CHAIRMAN S STATEMENT

le to §harcholde Tot the' fmancml yébr 2006 fose to U8128.8

_fecord performances from our Electronic, Learning Products (ELP) and Contract Manufacturing-Services
(CMS) l:usm:sses, as. wcll as thc successful tumaround in proﬁmblhty of the Telecommumcanon Products
~(TEL) busmess & i i lts US opcrahons Lo . A .

Results

illion. Profit -
T share ncreascd by. .=
tability; together wrlh the Gréup’ very strong
ose a final dividend of US26.0:cents; giving a-total
coinpared.to US13. O gents for thc financial year

117.9% to U554 9 céiits. Thé coritinuéd i
'balancc shéat, has allowed the Board of D.

yless phoiiés that i§ much 1 MOrE in tie with the needs
hesé effons, prcﬁtsblmy of the US operanons has

ts such ds inavia and Eastern Eurcpe saw our sales mcreas: in Europ rise by 49.4%, to account
for 28.3% of the total TEL revénte.” .

}’l'he trcmendous momentum behmd the ELP bBlsiness contmued in the ﬁnancral year 2006 led by the hlghly
y- cstabllshcd nsclfas a favuuntc with retailers and consumers.” |
Have' Zofitintied té; grow and together with. the introduétion of ' |
ort of VSmrle. have led to 2 gréater ifistailed base, -As a result,
ving salcs growth n th.' ELP busmcsa

ales of software have mcreasmgly been

Wc have: nat only broadcned the Srmlc rangc through V. Smile Pocket but also through a'growing number
of software (“Smartridges™): We are now adding new: avenues 6f growth by expanding the range of -
“accessoties and by.targeting younger and older age groups through V.Smile Baby and V.Flash, which will be

{ on-the shclvcs by.the gnd of the- calcndar y:ar 2006 These pmducls are pan of the slrategy to sustain
V:Srile’s growth momentim, - . i

.“Alihough VSmllc h ‘undoubtedly been the centre of atterition since. its launch we are also COmmmed o,
‘enhiancing .our traditional:ELPs which ‘still ‘account fora. sngmﬁcanl part of the total ELP revenue: As
“educatidnal toys remalns a growlng segmenl iri thé US toys market; dir traditional products give us further
bpportur;‘mcs to leverage our strengths in product des:gn and technology adaptanon to grow revenué afid
matket sharé, . - . 8

uccessive yéar of ou!pcrformance of the globsl elécironic maniifacturing services (EMS) market; which
emams i 2 “héalthy: growth cycle We retam ouf focus on: small ‘and medrum sized customers to Wthh we
i fic : .

uccessful fin: |mp
orgamsatmnal struc

Clcarly, the remarkable res ) executmg
ts strategies:well: Gomg forward, we, will connnue to. focus on out core busmcsses, ldennfy opportunities in
our, chogen, markct scgmen!s and execute our, stmtcgles carefully I bch:v: the Group is in vcry good shape *
and wcll ponsed fot further growth in the financial year 2007 wxrhall mm:mves n track. .

having testorsd promab
eontinues and we rebuild sales in North America:
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-to grow wrth the |ndustry We are takmg great care to manage growth at this b

’ env ironment.

'Appreclatlon -

-of everyone at the Group 1 would thereforé liké to thank® tny féllow directors

“whis unveil d at the C

. {A.M.A. Max Award for Marketing. Exéllence for 2005:3 .,

_ businésses.of having a’reliab
. European environrhental dlrectwe RoHS :
- pursuing one based on our, own brand

) ln the longcr term, we remaln convr

. North Aimerica in partnershtp with! Vonage,
- Skypé; an eBay company. whichris the' world's fdst g
_the world's leading. Internét ponal Tlie. Skype and Yalioo!: madéls

market share as our ODM customners seek cost effective and high qualrty produ

Eléetronic Léarning Produéts'

ﬁ'he ELPb ichieVed anotheéf year of excellént resulis in the Fnancml year 2006, with reverue nsmg

second lmlfot'the calendar year 2006 we wnll start to delwel- VolF'e

Inthe Umted States, we aré regatnmg shelfspace W|th the Fe
shows a marked lmprovement in industria) désign aid cost which enebles us. to _meét custorners’
- expectationd and consumeérs® needs better. it also strengthens our competitiveness in: the marketplace We

diict Tire-up

build bur

intend to launch a series of next-generation cordless phones in spring 2007 and we will contrnue
presence in'the VolP cordless telephony market in the United States.

The ELP busi will to grow,buildi on its leadershtp in Eumpe and its growmg market share

. ranges. Through V.Smile-Baby and V.Flash, the V.Smile Fange ehcompasses chrldrcn from the age.of nine’ .

months'to the pre-teens. We mtend to strerigthen our leadership- posmon i the’ educational . vrdeo game

category by investing in R&D (¢ ensure s fobust pipeline of product innpvatiotis. We will:¢ontinte;to

support our products with edvems)ng, PR; tmde promotton ahd paint; of sales dlsplays t9_ensiirg their

The global EMS tndustry is Torecast to femain.ofi. ah uptrend und -we expectvo

This overall optlmtsnc outlook must be tempered ]
y and damp confidence. Furthermdre, our success n the ELP and CMS busmesses
together with the continuous growth cf'the TEL businéss'in Europe. is:1ikely. 16 ivite- fiiote: fon.!

by 60.7% la USS451.7 million to sét a new. record. The expanding VSmlIe rsnge continued to show strong
momentum while:the tradttlonal _ELPalso posted solid growth.: - .

. Thé outstandmg perf‘ormance Wik due ‘1o the increaséd brand recognltlon that has tesulted from our
indreasiig eﬁ‘ons in:marketing and promotion; as well as‘the: remarkable success of V.Smile. As & result of
the sharp rise in'reveniie, the ELP business accournited fof 37.5%. of Group revenue in the financial year

. 2006; a$ compared with 27.5% in the previous: ﬁn nciat year.

t was pamcularly marked in the United States. Led by
the htghly acclaimied V.Smile range, the ELP Business continued to gain shelf space among major retailers.
Réveniie from Narth America ‘rose by 101, O‘V 0 US$217 7 m)llron wlnle that frum Europe mcreased by
34:3% 16 US$214.8 million. VTeth has thus’

t. Sales 6f the rahge acoiinted for a lﬁcanl part of the fotal ELP revenue. The rising mstalled
base of tonsoles And V.Smile Pooket handheld umts generated higher software sales

VSmnle has 5ucceszuIly estabhshed itself as a product category in its own nght - the educationel video
‘game system.—. and the Group is comniitted to ensuring the longevity of the category through its further
-evolution and expansion. In: May 2005, the haridheld unit, V.Smile Pocket was introduced. During the
financidl year 2006, sighificant developments were undertaken in accessories, software and platforms to
help drive sales'in'the financial year 2007,

In"accessgries, V:Stile Jammin® Gym Class ofTers a fouch sensitive number-coded mat that connects to the

stay ahead of our rivals, we thus need to ensure that our strategies Are. well executed:

All of our busmesses did well in countenng the pressiire of rifing productton costé dunng the ﬁnancral year
2006. Oil pnces remained high throughotut the fi ial year, © sultmg in htgh ic
imporiant raw material for | many of our producls v
base, following thé raising of the minimum wnge a
dollar, *

It is likely that these trénds will continue and h
financial year 2007. lhdeed, recently we havé e
and integrated circuits that may have ah ipact-on our blsi
make progress in'cost contrél in ordér (6 achieve sustainab]e growth

FEe.

In this regard, our new plant.at Qingyuan city, the northem Gi
savings over time. The facility commenced operations ift November 2005 and wrll 416w ui'to transfef
certaini-operations, particularly the labour and, electnc y | lntens tics production, to-this lower cost

d seiiior, mariagement, ‘ad" -

well as all VTech émployees for their hard work. A§ we enter ouf 30th annivérsary, | would also like to’

extend a special thanks to our suppliers, bankers, sharehulders and other buslness partners for their o
'dunng the pst 30 years, Which has helped trans

,REVlEW OF OPERATIO
Telecommunlcatlon Pruducts

2006. As a-restilt of the successful tmplementatnon the busiriess retumed to profrtabmty although fevériue

- dechned slightly by 2.9% overthe financial year 2005 to US$594 1 mlllton For the fmancml year 2006, the

Suce sfully turned
i unprofl
il

placed on developtng miore distindt ldentltles for the VTech dhd AT&T rands
rts dual brand stra!egy more fully

suppartive of the products, in pnrtrcular of'sdm’j ot‘the ES BOHz analogue

Considerable effort was also’ devoted durmg the ﬁnancml year 2608 to strengthenmg markettng in support
of the launch of the new pmduct lineZup. The markctmg teari in the Unitéd Statés.créated a new. window
box packaging design thatis completely recyciable and.is fiuch-éasier for the ¢éhsumer to handle than the
stafidard clamshell. It was first launched: to clubstores in May 200 ech h: appl_led to patent this
design; which has made the Group imoré énvironéritally fnendly in-the éyes of consumers and is presstiring
competitors to follow its lead; adding to our legacy as & pioneer in the {élstomithuinication products mdustry

In the financial year 2006, the bustiiess in the United Sta!es also mtroduced a senes of: well desngned pnnt
and onliné advertising campaigns. Thése were: higl
including nationwide recognition'“Campaign of the Week™ fromm www. adburnb com and:third place in the

i

Outside the US market, VTech cuntmued to achteve grcwth in Europe oﬂ'semng a Iarge part of thé sales.
> by

‘and réceivé both fixed liné and peér-to-peer Vol P, cails;

frifitment and dedlca ioh

system to teach children physical exércise; music, dance and maths in an entertaining way. V.Smile Art.

* Stirdio is anothef plug in accessory that develops chtldren 's artistic SkI"S through &n electromc dmwmg and
colounng board..

In so&ware thie VSmrle hbrary will se¢ 10 new Smartridges added to its lihe-up by the end of the calendar
Year 2006: Noddy, Backyardigans, Bert & Ernie, Lil Bratz, Cars, Sprder—Mnn and Friends 11, Batman, Shrek
* 11 and Superman. The software library will grow to 33 titles in alf and we are negotiating further t|tles for

* 'the futuré. For the '} “growing Spanjsh speaking population in the United States, VTech has introduced 12

Spamsh Smanndges that includé favonte characters incliding Nemo, Scooby-Doo and Batman.

-VTech also anhouriced the launch of two mportant new platforms, the VSmxIc Baby@ Infanit 'Development
System’M and the V.Flash™ Homeé Edutainmént System durinig the Londoh and Nuremburg International
‘toy fairsin January and February 2006. V.Smile Baby conibines a colourful activity panel with a receiver
that hooks into.the TV, giving parents &n innovative way to help children between the Zgés of nine and 36
months o leain shapes, colours and baby sign language The activity panel can also be detached to provide
stand-a]one fun for the very young

-V.Flash; meanwhlle is for chtldren aged six to ten years ‘6ld: This"is a video game Console that connects

- dlrectly to the TV to deliver educational vidéo g gaming, MP3-quality soiifid, vidéss: 3D graphics and real life

images. It uses-“V.Disc”; an ‘exclusive CD-ROM based softwaré, to take children through exciting
environments and realistic video.thiat makes learning dn ddventure: The V.Disc is protected by durable

g “plastic jacket, whrch is,a”proprictary ‘VTech design. Through the addttmn ofVSmtIe Baby and V.Flash, the

VSmtIe  range thus now encompasses ages frém nine months to pré-teens.

. AIongStde VSmlIe, ‘the tradrttonal ELPs, ranglng from mfant tbys to eléctronic: léarning “aids For older

children, cantinue toiell well: The Group continues to invest iri new product development in traditional
‘ranige.”During the to§" fAirs in early 2006, over 30 new products in the traditional range were unveiled,
ifcluding a new line uftnteractwe animal characier play sets for toddlers, SmartVille.

The Group's success in deveéloping mnovatwe produtts and serving its customers led to a number of awards
‘during the financial year, including the “Toy Supplier of the Year.2005™ award from tlie Toy Retailers
“Association in the' United Krngdom Out newly launghed TV Learning Station was also the winner of the
Educattonal Innovation categery in the InnovatlonAward 2006 at the Nuremburg Internationa! Toy Falr

I addition to inves g in the development ofnew products, the Group has devoted éver more attention to

; ‘supporting its produ ts” and the VTech brand through effective markéting and promotion, The financial year

-2006 saw.an mereesmg array-of well»targeted TV, print, adverttslng and public relations campaigns that were
successful in generatlng higherisales. Enhanced design in point.of sales displays also brought mcremental
sales and mcreased ourbrand awareneés among consumers.:

At the famé tlme as.expanding seles; the biisiness worked hard dunng the financial yéar to control costs.
- .Rising labour costs;: the appreciation of the Rénminbi and high raw material pnees were factors aﬁ‘ectmg‘

‘costs during the financial year, but we worked hard to, offset these through a contmuous improvement in

-operating efficiency:- -~ -~

Contrsct Mnnul’ucturing Ser‘vices ‘

The CMS business again delwered good results in the financial year. 2006, with a second record year of
révenue. Revenue rose by 23.2% over the financial year 2005 10 US$158.2 million, representing, 13.1% of
Group revenue up from 12, 6% in the prevnous flnanelal year.,

smve state of the ov raII electmmc manufactunng services
ately 10% in the calendar, yeaf 2005. The rigé in revenue was,
however, also dnven by increased ordets from exlstmg clstomers in all Segments, as well as new accounts,
including those for LED lighting systems and hand-héld wireless audio- v15ual devices for on site sport
events. .

The swnchmg mode powcr supply and professmnal audto equtpment segments cantmued to account for the
. malonty of CMS sales, at 58 8% of totdl CMS reveriue. Europe remained the ‘Teading source of revenue,
% of the total, followed by the Umted States at 2 5% and Asm Pacific At 23. 4%.

The strong order flow
VTéch's CMS facilitigs have 1SO 14001
Européari-e
failures: per thillion units. of output {ppm) further. impsdved to, well below, i ,000 pprh; which meets or
exceeds customers requlrements The R&D service conunued to drive business; increasing its direct
contnbutlon to.the total CMS revenue and g generating mcremental orders.

The business was also siceessfiil in maintaining margins through good uverheads control and efﬁclency'.

.enhancements. Rrsmg Tabout costs; the apprectatwn of the.Renminbi, and higher raw mmiaterial costs were all

factors leading to hlgher opérating expenses, whilé demands for prite.reduction from customers also added

to pressure on margins. To counteract this pressure, the business put a lot of effort into tmprovmg process
" efficiency to keep the tncrease in factory overheads belaw that of business revenue.

Whlle the cost structure of thé business has beén well managed VTech fargets te strengthen its,
cqmpelltweness in. the EMS. market by ti htenmg customer rélationships lhrcugh a new organisational
at'a nagement 0 pay ntion to_individuat customers. In this way, flexibility and
1ce w1l| be enha : pite the cuntmued expansion.of the busmess :

»eﬁ'ect]yeness of our se

Vancml year 2006 the VSmlle range benel'ted from its first full &ear of sales and its second year in

ifenmmental directive, for all.affécted prodiicts. Quallty levéis, s measired by pétéentage

I
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Worklng 8

. Ab at 315t Mnrch 2006 nnd 2005 .
All ﬁgures are 1n Uss mlllmn unless stated o!hermse

REVIEW OF FINANCIAL R.ESULTS‘ - :
Revenwe ' )
Group revetive. fur the year erided 315( March 2

006"

. . . . .. 1338
rage stocks as a percentage ofGroup rcvcnuc : 10.7%
Turnryv:r days . 81 days

European mark Ve
success in incréasing orders ffom exlstlng ustom
Eastern Europe. 3

“The ELP businéss, achiéved another year of substaritial gt
58451 gt for tHe tinanciat veak!s

'\vas US$I62 9 millién, ;
14 days were 65 days; the

‘mate]y the same as
e as in the | prevnous
us financial year, the
It of substantidl debt

tal expenditure in the financial year 2007.
tions; the Group decided to establish a new
xpected to'be in operation by the end of the
further capital investrient on the new

'hmm!y came from slgmﬁcam
:nué and a changc. ed 3|st March 2006 were roxumately
ial year2005: The increase it the yeatly. |

crease at the ELP and CMS busmesses

n :;nd 'ch.lef eke’cutwe 6ﬂ‘|éer shot‘xld be
WONG Cle_u.n has’ the combined

y ilas ot redgemcd any of 1ts shares dunng the yedr. NElthl’ the Cumpany not any of its
8 purchased or sold any of the Company s shares durmg the yéar, < R .

" the financial yedr.2006 .G - : . : . .

fepresented ¢ amund 3, 3% of totz

. Net prom and dividends

; * The prafit ‘attiibitablé to shateholders for the yed
increase of US8$71:9 million as compared to th: prev
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